











his magazine comes to you with the com- 
pliments of your credit union. It is pub- 
lished quarterly by the Credit Union National 
Association in Madison, Wisconsin. 

A credit union is a non-profit association es- 
uated for the purpose of providing its mem- 
bers with thrift and credit service. Its officers 
are unpaid volunteers elected by the members. 
It is owned by the members, and does not do 
business with the general public. 

There are now more than 27,000 credit 
unions in the United States, Canada, and 
number of other countries where Credit Union 
Leagues are affiliated with the Credit Union 
National Association. There are more than 
13,000,000 credit union members. 


Summer 19611 / CONTENTS 


Read it before you sign it! 


How your credit union works 
The purpose of your credit union 


It's the law 
Shopping guide (new products, new trends, new dangers) 


How much should you borrow? 


12 
14 
20 


Everybody's Money is published quarterly by the Credit Union National Association, Inc., at 
404 N. Wesley Avenue, Mt. Morris, Illinois. Address the editorial or business office at P.O. 
Box 431, Madison 1, Wisconsin. Subscriptions sold to credit unions in quantities of fifty or 


more, delivered in bulk, at 25 cents per member per year. 
mailing can be included. Individual subscriptions by special arrangement. 
Copyright 1961 by the Credit Union National Association, 


For 10 cents additional, 


strip 
No advertising. 


When you sign a contract, you become the chief citizen 
of a little world with its own rules and regulations. 





You're bound by them until you finish making your 


payments. BOd sx 


Read It Before You Sign It! 


‘le is a true story about a 
second-rank executive in a govern- 
ment agency in West Virginia who 
had the habit of signing papers 
without reading them. 

Whatever his secretary put on 
his desk for his signature got the 
fountain pen treatment automati- 
cally. 

His associates noticed this, grew 
concerned about it, and decided to 
cure him of it. 

So they wrote up a careful and 
rather idiotic statement of resigna- 
tion, and slipped it on to his desk 
among the other papers awaiting 
his signature. He signed it, and it 
went into the out-basket. 


Next day his boss, in on the joke, 
called him into his office. “We're 
sorry to lose you, Bill,” he said 
pleasantly. 

It took perhaps five minutes to 
get the pieces sorted out, but they 
were five miserable minutes for 
Bill. He is still in his job, but he 
now reads everything very care- 
fully. 

This would be just an amusing 
story if it weren't true that thou- 
sands of people every day are sign- 
ing things without reading them, 
and paying much more heavily for 
it than Bill did. 

A contract is a contract, and not 
easy to wiggle out of once it has 











been signed, but every day people 
are signing contracts without read- 
ing them. People buying automo- 
biles, for example, or dancing les- 
sons, or furniture. 

Your signature may not seem 
very valuable to you, but it is worth 
lots of money to people with some- 
thing to sell. Disreputable com- 
panies will use methods verging on 
fraud to get your- signature on a 
piece of paper. 

As an example of tricky high 
pressure slightly short of fraud, 
take the methods used by aggres- 
sive dance studios in many cities. 
A favorite device of theirs is to 
pretend that you have won a con- 
test entitling you to a few “free” 
dance lessons. ‘They use the device 
to sign you up for a long course of 
lessons. Once you have signed for 
the course, you owe them the 
money whether you go on with the 
lessons or not. 

Recently three government girls 
in Washington, D. C., tried to get 
their money back from a_ local 
dance studio, saying that they had 
been high- pressured into signing 
up for courses costing from $750 to 
$1,000 each. But the court said 
the contracts were legal, and the 
girls were compelled to make their 
payments. 

The courts will rarely void a con- 
tract. As long as both parties get 
some benefit from it, and as long as 
it does not require anybody to do 
anything plainly against the law, it 
is deemed legal and enforceable. 
It is assumed Ghat when you signed 
it, you did so with your eyes open. 
It would be no excuse to say that 
you were drunk at the time, or that 
you did not have your glasses with 
you, or that you were assured by 
the salesman orally that you could 





cancel or withdraw any time you 
wanted to, or that you were told 
that it was not a contract but just 
a receipt which would be returned 
to you if you didn’t like the car or 


or that some of the 
filled in after you 


the lessons, 
prices were 
signed. 

It is assumed by the courts that 
you read things before you sign 
them. It is also assumed that you 
know that what matters, in a court 
of law, is the language of the con- 
tract, not the conversation that you 
had with the salesman at the time 
you signed. Conversely, the same 
logic would apply to a guarantee: 
any guarantee, to be binding, must 
be in writing. A salesman’s word of 
mouth can’t be enforced in court. 

Some you can trust 

No doubt one reason why peo- 

ple are easily talked into a trustful 
attitude toward an unscrupulous 
salesman is just the fact that many 
dealers and many salesman can be 
trusted. If you buy some thing from 
a major department store or mail 
order company, you can normally 
believe what the salesman says; 
and if the goods are defective, you 
can take them back. The unethical 
dealers benefit by the higher ethics 
of their better-class competitors. 

But regardless of whether i 
dealing with the finest people it 
town or people you don't a. 
from a hole in the ground, one 
thing should be obvious: it’s fool- 
ish, unnecessary and dangerous to 
sign a blank contract, just as foolish 
as giving a stranger a blank check. 
As one example, take the case of a 
government employee in El] Paso, 
as his experiences were described 
to a Congressional committee last 
spring. 


This man—let’s call him Vince— 
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"How much? They wouldn't tell me!" 


received an income-tax refund of 
$300 in May 1959, and he couldn't 
resist the temptation to take a look 
at the new cars. He fell in love with 
one that was priced at $2,985. The 
monthly payments, the dealer said, 
would come to $89 and some cents. 
This meant that Vince, whose in- 
come was $3,396 a year, would be 
committing 27 percent of it for the 
car, not to mention operation and 
upkeep, but he thought he might 
be able to manage it. He didn’t 
quite absorb the fact that he would 
be charged a sizable chunk for 
financing and insurance. 

That dawned on him subse- 
quently, however, when he re- 
ceived the invoice showing charges 
of $538.78. It rocked him a bit, 
but he was still more depressed a 
few days later when he was noti- 


fied that there would be another 
$300 charged for insurance. He 
began to wonder how he was going 
to feed and clothe his wife and five 
children. Somehow, the car that 
he thought would cost him $2,985 
minus his $300 downpayment, 
ended up costing him $3,819. It 
was a lot of car for a man making 
less than $4,000 in a year’s take 
home. 

He made his payments man- 
fully, however, for eight months, 
and had paid off a total of $715, 
when his wife fell seriously ill and 
they were faced with substantial 
doctor’s and hospital bills. At this 
point he hurried into the credit 
union office, and said he needed 
$4,000. He and the treasurer had 
a long talk, and the treasurer made 
some phone calls. Eventually they 








worked things out. They paid off 
the car loan and refinanced every- 
thing, and Vince managed to get 
his finances straightened out. He 
is well on his way out of debt to- 
day. But he will not again make the 
mistake of signing for something 
before he sees all the figures, and 
he will be reluctant to take on a 
debt that costs him, as this one did, 
27.6 percent per year. 

Another emergency that can re- 
sult from being too generous with 
your signature is the problem of 
being stuck with defective or in- 
complete home repairs, with the 
bank holding the note and the con- 
tractor disappeared into thin air. 
The kind of high-pressure salesmen 
who hook people in this way are 
inclined to change their line of 
work each year: they have sold 
storm windows, they have sold 
freezer plans, they have sold siding 
and roofing, and last year they 
were selling aluminum patio and 
carport installations. They are as 
full of tricks as a bunch of bear 
cubs, but much more mercenary. 

They invariably offer a lower 
price than local reputable con- 
tractors offer. They will offer, for 
example, an all-aluminum carport 
for $77, which turns out to have 
wooden posts and rafters and does 
not include the concrete slab; then, 
well infiltrated into the customer's 
living room, they start selling a 
higher priced model. 

Another of their tricks is to 
promise the customer a reduction 
for permitting his carport or patio 


& 





to be shown to other prospects. 
This ancient and mossy gimmick 
still takes gullible people in, de- 
spite its age. 

But the nastiest trick of all is 
the salesman’s plea, “Please sign 
this piece of paper so my boss will 
know I was here.” The paper later 
turns out to be a contract. 

Dealers and salesmen of this 
type promise to arrange bank fi- 
nancing, and they often do. How- 
ever, this has its disadvantages, be- 
cause when the job has been done, 
you owe money to the bank. If 
the job is defective, there is noth- 
ing the bank can do about it. The 
bank wants its money, naturally, 
and will insist that you pay, but 
you have no place to turn for an 
adjustment on a bad job. Many a 
family has had to have a roofing 
job done twice, because the first 
batch of shingles curled up in a 
month. Their bank no doubt sym- 
pathized but accepted no responsi- 
bility. FHA financing of such im- 
provements used to be common, 
but the FHA people ran into so 
much scandal that they have man- 
aged to clean house. The point to 
remember, however, is that bank 
financing is no guarantee of the 
reliability of a contractor you never 
heard of. 

Consumer credit and contracts 
are inextricably tangled up with 
each other. It is hard to understand 
the rates charged on various kinds 
of credit, and it is hard to read a 
contract. But anybody who doesn’t 
make the effort is leaving himself 
wide open for trouble. 
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PERFECT INSULT: “He has all the instincts of a dog except 
loyalty.” 








It's The Law 





Sx percent, in most people's 
thinking, is the legal rate; it is also 
the usual rate. Nothing could be 
less accurate. 


® Usury laws in most states say 
that 6 percent is the legal rate in 
the absence of a contract. But in a 
contract, higher rates become legal. 
For example 8 percent is legal in 
Alabama, Georgia, Indiana and 
Ohio, if written into a contract; 
10 percent is legal in California, 
Florida, New Mexico and Oregon; 
12 percent is legal in Connecticut 
and Nevada; and there are no 
limits at all in Colorado and New 
Hampshire. 

® Besides this, there are many 
laws that permit higher rates to 
specially-chartered lenders, includ- 
ing credit unions and small loan 
companies. Credit unions are usu- 
ally permitted to charge 12 per- 
cent. Small loan companies are 
usually permitted to charge 36 
percent on the first $150 of the 
loan, with smaller rates on larger 
amounts. 


* A few years ago, there were no 
laws regulating what auto dealers, 
furniture stores and other retailers 
could charge in installment sales 
contracts. This is gradually chang- 
ing; many states have now passed 





laws regulating time charges. In 
New York, for example, the ceiling 
is $7 per $100 on new car loans, 
$10 per $100 on late model used 
cars; these are true interest rates 
of 14 and 20 percent, approxi- 
mately. Many states limit depart- 
ment stores in their revolving cred- 
it charges at 18 percent per year. 

© If you are charged more than 
the legal rate, you may be able to 
have the whole loan canceled. This 
is true in Arkansas, Connecticut, 
Minnesota, New York, Rhode Is- 
land and Utah. In Florida, it is 
true if the interest rate charged is 
over 25 percent. In Maine it is 
true if the loan is under $300. But 
in most states, the lender just for- 
feits the interest, or perhaps twice 
the amount of the interest. 


© Law enforcement agencies 
have been much concerned with 
the rough methods used by some 
collection agencies, and this busi- 
ness is being cleaned up. However, 
you should know that collection 
on have no right to threaten 
P ysical violence, attack your repu- 
tation, injure your standing with 
your employer, cause you mental 
anguish, invade your privacy or use 
pseudo-official stationery or other 
methods to deceive you. 











Everybody's money 


SHOPPER'S 





If you have an idea that there 
are some parts of the country where 
you can live much cheaper than 
where you are, you might as well 
forget it. It costs money to live al- 
most anywhere. 

Take the Florida development 
that was advertised in a national 
magazine recently. “Who says you 
can’t live well on $222 a month?” 
said the headline. But the retired 
couple who were featured in the 
pictures in the ad, natives of Mil- 
waukee, told a reporter who called 
on them that they found living 
costs pretty much the same as 
back home. They said they were 
not making out, and intended to 
go back to Milwaukee. 

Actually a minimum budget for 
a retired couple almost anywhere 
calls for $62 monthly for food, $77 
for housing and utilities, $18 for 
medical care, $13 for clothing and 
$40 for other goods and services, 
making a total of $210. It would be 
somewhat higher in California, 
somewhat lower in the East, but 
not much. And this is really pretty 
close to rock bottom. 

It's true that heating costs run 
lower in the South and most people 
in New York City don’t own cars, 










but aside from these differences, 
costs generally run about the same 
wherever you go. 


Renting is getting easier 


If your family is typical, housing 
—including oper rating and equip- 
ment expenses—is now the largest 
item in your budget. The typical 
middle-income family now spends 
33 percent of its income for this— 
more than it spends for food. 

Rents have risen faster than 
ownership costs in recent years, so 
that many families have become 
homeowners in self-defense. How- 
ever, there are still many families 
renting. New apartment houses 
have been built in large numbers 
in many cities, so that vacancies 
are now increasing and rents are 
leveling off. One other protection 
for renters is also spreading: co-op 
projects are going up in many 
cities, including New York, Cin- 
cinnati, Detroit, Chicago, St. Paul, 
Washington and the Los Angeles 
suburbs. 


Save the surface, please 


A housewife spends three times 
as much time cleaning kitchen and 
bathroom surfaces as other rooms, 


so it’s important to have surfaces 
that will stand scrubbing. Abrasive 
cleaners such as scouring powders, 
which many housewives use, will 
take gloss off some surfaces but not 
off others. 

Among the surfaces that lose 
gloss when scrubbed with scouring 
powder are prefinished wall board, 
enameled steel, plastic tile, flexi- 
ble rubber, and laminated sheet 
materials. 

Surfaces that hold their gloss 
best are ceramic tile, porcelain on 
steel, stainless steel and vinylized 
fabric. Vinylized fabric is the low- 
est priced of these materials, re- 
mains waterproof after much scrub- 
bing and is easy to install. 

However, all these surfaces stand 





up well if cleaned with newer 
types of soluble powders sold for 
cleaning walls, or with the newer 
liquid household detergents. 


Your money and your compact 


Whether or not they're here to 
stay, the compact cars have proved 
themselves as money-savers. They 
save their owners money in at 
least four ways: depreciation, fi- 
nancing, gasoline and insurance. 


Depreciation is lower, because 
the list price is lower to start with. 
A compact car selling at $2,000 
new will lose $600 of its value the 
first year. A larger car selling at 
$2800 new will lose $800 or $900 
of its value in the same twelve 
months. 

Financing is cheaper, because 
the amount borrowed is less. The 
difference in interest payments on 
a $1500 car loan and a $2000 car 
loan at 12 percent over three years 
is almost exactly $100. 

Gasoline consumption is lower. 
A car weighing 3,000 pounds gets 
50 percent more mileage than a 
car weighing 4,000 pounds, other 
factors being equal. Compact cars 
weigh from 2300 to 3,000 pounds. 
Compact car owners report they 
are getting from 19 to 25 miles per 
gallon, saving on the average about 
$100 a year on gas. 

Latest development is the saving 
on insurance. New York State has 
just reduced insurance rates on 
compact cars 10 percent, and most 
other states are following suit. 
Reasons for the reduction are two: 
compact car owners seem to drive 
more carefully, and compact cars 
in collisions have less impact, do 
less damage. 


Home mortgages are cheaper 


Mortgages are easier to get this 
year, much easier. It’s years since 
the home mortgage market was so 
favorable for home buyers. This is 
partly due to fewer marriages and 
fewer new families being formed; 
this condition will continue until 
1965 or so. It’s also partly due to 
the recession; how long this will 
last is anybody's guess. Interest 
rates on mortgage loans are be- 
ginning to drop. If you're in the 











market for home financing, by all 
means shop around. Don't accept 
the first offer you get. 

Also, home construction costs 
are leveling off. Don’t expect any 
drop in prices, but at least the 
steady rise of recent years has 
stopped. 

If you are buying a house, the 
main ‘thing to keep in mind is the 
fact that low monthly payments do 
not necessarily mean the total pay- 
ments are low. If you have a 6 per- 
cent mortgage for $10,000 on your 





house and pay it off in 30 years, 
the total interest you pay will be 
$11,600—more than the loan. If 
you pay off in 20 years, the total 
interest will be $7,208. In other 
words, you can save yourself over 
$4,000 ‘by paying off in 20 years 
instead of 30 years. 

By comparison, if you took a 30- 
year contract but succeeded in 
getting a 5 percent rate, this would 
save you only about $2,000 over 
30 years. Rate, in other words, isn’t 
everything. It pays you to pay off 
your mortgage as fast as possible, 
and you can probably save more 
money this way than by getting a 
slightly lower rate. 





Gas mileage and assorted magic 

Speaking of gasoline mileage, 
here are a number of ways in which 
it can be held down: 

© By holding down speed. A car 
that will get 21 miles per gallon at 
30 miles per hour, will get 20 at 
40, 18 at 50, 16 at 60 and 14 at 70. 

© By keeping your wheels in 
line and your tires inflated. A 
wheel out of alignment increases 
drag about 8 percent and wears 
out tires as well as increasing gaso- 
line consumption. Tires that are 5 
pounds underinflated will cause a 
5 percent gas waste. 

© By keeping your car serviced. 
Dirty spark plugs can cause 10 per- 
cent gas waste. A dirty air filter can 
waste as much as 10 percent. A 
slow or stuck choke can waste 30 
percent. 

© By driving carefully. Jack- 
rabbit starts, rushing up to stop 
signs, racing the motor, unneces- 
sarv idling all waste gas. 

Don’t go overboard for “miracle” 
products that are promised as a 
cure for everything that ails your 
car. 

There are chrome polishes for 
sale that contain quicksilver; they 
make chrome look marvelous when 
they are first put on, but turn it 
black in twenty-four hours. 

There are secret additives that 
are supposed to give your car new 
pep; they are often simple kerosene 
or alcohol mixtures, blended with 
colors and smells, that produce only 
a temporary effect if any. 

There are pep pills, made of 
camphor or cement. One pep pill 
promoter advertised that his prod- 
uct had been “tested by leading 
laboratories.” This was true, but he 
didn’t mention the fact that the lab- 


oratories said they were no good. 
There’s a wonder wax on the 
market, that will remove grime 
from a car but also its finish. 
The reason why there’s so much 
that is phony right now is that car 
owners are worried about costs and 
want to reduce them. This is nat- 
ural. But it isn’t natural to expect a 
miracle for a couple of bucks. 


Best buy: nylon carpet 


Rug and carpet prices have been 
dropping lately, and quality is ac- 
tually improving. High grade rugs 
and carpeting are now selling at 
about $9 a yard, compared to $10 
last year. 

The best buy these days for a 
living room is nylon. Lately this 
has been improved with the intro- 
duction of continuous filament 
nylon, which resists soil better than 
regular nylon and is highly dura- 
ble. But look at the label; waste 
nylon is used in cheaper rugs and 
is of mediocre quality. If the Du- 
pont or Chemstrand label is on the 
rug, it’s standard quality; other- 
wise, it may be low grade. 

It's a mistake to carpet wall-to- 
wall with something not so dura- 
ble, such as a rayon mixture. This 
will not wear so well. A smaller 
nylon rug would be a better invest- 
ment. Rayons, rayon blends and 
cottons are fine, however, for rooms 
where there isn’t so much traffic, 
such as bedrooms. 


Tired, listless, full of pills? 


Food fads and diet fads cost 
money, and usually don’t help peo- 
ple much. 

The Food and Drug Administra- 
tion spends much time and energy 
telling people that a balanced diet 
of ordinary foods is all anybody 


needs for health, but an awful lot 
of people don’t seem to be listen- 
ing. Instead, they go for one health 
fad after another. Lately it’s been 
honey and vinegar, which is sup- 





posed to cure almost anything. 

As for the liquid diet fad, doc- 
tors warn that a 900 calory diet of 
skim milk and vitamins isn’t for 
everybody. You shouldn’t cut down 
that far without consulting your 
doctor first. Also, you might ‘stop 
and ask yourself why pay $1.59 a 
day for a mixture that you could 
put together yourself for about 40 
cents. 


The old house over the hill 


As prices of new homes rose 
over the past ten years, old homes 
became more attractive buys. Espe- 
cially for large families, they offer 
more space, sometimes larger yards, 
often better trees and garden. 

But if you are buying an older 
house, you are going to brace your- 
self for higher maintenance costs. 
A new house, assuming it’s been 
well built (not all of them are, by 
any means), will normally go some 
years without needing repairs. But 
an old house will need regular at- 
tention, like your children’s teeth. 
Some of this—painting and such— 











you can probably do 
Some you can’t. 

There are eight things that may 
go wrong in an old house and cost 
a lot of money. Before buying the 
house, it chould be checked for 
these eight possibilities: 

a Adequate wiring. Rewiring 
could easily cost $500. 

2. Termites. Repair of major 
termite damage can cost as much 
as $5,000. 

3. Heating system. Boilers may 
not last much beyond 25 years. Re- 
placement of a heating system may 
run about $750. 

4. Hot water heater. Replacing 
a 40-50 gallon gas-fired tank heater 
will run about $150. 

5. Insulation. Most houses built 
before 1941 were not insulated at 
the time. Total cost of insulating an 
older house might run from $250 
to $500. 

6. Plumbing. Low pressure in 
upstairs faucets will indicate bad 
plumbing, not uncommon with iron 
pipes over 25 years old. New 
plumbing may cost from $500 to 
i ae 

. Roof. An asphalt shingle roof 
Ww ill need replacement every 15 to 
20 years. Cost of new roof would 
run $300 for small house to $750 
for a large one. 

8. Basement. Correcting damp- 
ness in basement may cost $500, 
may be impossible in some circum- 
stances. 


yourself. 


Paying for home improvements 


It costs so much to sell a house 
and move into another one that 
many families prefer to spend the 
money adding to their present 
house and improving it. 

There are three things to think 


about, one negative and two posi- 
tive. 

First, the negative: Look out for 
high pressure racketeers offering 
home improvements at “bargain” 
prices. This field, unfortunately, 
has been full of phonies. Better 
Business Bureaus have issued many 
warnings, and the Federal Housing 
Administration has been trying to 
clean them out. Before buying sid- 





ing, or roofing, or a carport, or any- 
thing else from a salesman you 
don’t know, check his reputation 
with somebody in a position to 
know—Better Business Bureau, sav- 
ings and loan officer, credit union 
manager. 

Second, much _ better, when 
you've decided to make an im- 
provement, go to established local 
contractors and get estimates. 
You're safer giving the work to 
somebody who'll still be in town 
when it’s finished. 

Third, on financing, there are 
several ways to go about it. One 
is, a direct loan from your credit 
union or bank. Another is an add- 
on on your mortgage. A third pos- 
sibility is a complete refinancing of 
your mortgage. The direct loan is 
probably best on smaller amounts; 


you get paid off faster, and you 
probably pay less total interest 
despite higher rates. The add-on 
and the mortgage refinancing pos- 
sibilities make more sense where 
the improvement is major and costs 
a lot, adding to the value of the 
house. 


The weight that you eat 


Have you ever wondered how 
much difference bones and _ fat 
make in the actual price of edible 
meat? 

Actually, boneless chuck at 89 
cents a pound is cheaper than 
chuck with a bone at 69, analysis 
shows. 

A comparison of poultry made 
recently by government home eco- 
nomists shows that to get a pound 
of cooked meat, you need 2.2 
pounds of young turkey, 2.4 





pounds of chicken, and 4.5 pounds 
of duck. 

In other words, chicken at 55 
cents a pound really costs $1.32 
for cooked meat; turkey at 59 
costs $1.30; and duck at 55 costs 
$2.48. 
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Comparing car batteries 


Before you decide your car needs 
a new battery, you should have the 
old one tested. It may only need a 
re-charge. A volt-me ter test will be 
more helpful than a hydrometer 
test—the hydrometer measures the 
strength of the acid, but the volt- 
meter tells you the remaining volt- 
age. 

If it will take a charge, a slow 
charge is better than a fast one. 
The slow charge is more bother for 
the garage, because they will have 
to lend you another battery while it 
is going on, but there’s less chance 
of an overcharge. 

If you do need a new battery, 
you should know that prices vary 
a good deal and guarantees don't 
indicate much. Two batteries of 
quite different quality may both be 
guaranteed for 24 months. The 
amp-hour rating and the cold-start 
rating will tell you more. 

The amp-hour rating indicates 
the battery’s ability to deliver 
power continuously for 20 hours. 
Light duty batteries generally have 
the ability to deliver 70-80 amps. 
Medium duty batteries will deliver 
90-105. Heavy duties will produce 
107-130. 

The cold-start rating indicates 
the number of minutes a battery 
will deliver 300 amperes continu- 
ously at zero. Light duty batteries 
will perform for 1.2 to 3 minutes; 
medium duty 3.2 to 4.1; heavy 
duty 4.2 to 5.5. 

Light duty batteries are usually 
guaranteed for 12-18 months, me- 
dium duty for 24 to 30; heavy duty 
for 36. Heavy duty are most suita- 
ble in very cold climates, or for 
much long-distance driving, or for 
much stop-and-go. 








How Much Can You 


Afford to Borrow? 


One way you can find out is to add 
up your fixed expenses this way 


ee 


Te much you can afford to 
borrow depends on a lot of things. 

One of the main things that will 
govern it is how much you are pay- 
ing for fixed expe nses—house, food, 
clothing, medical, insurance and so 
on. 

The simple worksheet that fol- 
lows this article offers you a chance 
to add these things up, in case 
you've never done it. 

If you are average—but you prob- 
ably aren’t—you will find that you 
are spending 33 cents out of each 
dollar for food, 18 cents for shelter, 
and 10 cents for clothing. 

This means, if your income is, 
say, $6,000 a year, that you will 
have about $75 a month available 
for expenses that are not fixed—of 
which the chief ones would be car 
payments or other transportation 
costs, payments for other debts, 
and saving. 


For most families, the rule of 


thumb is that you can afford to 
borrow up to two months’ income. 
In other words, 


if your income is 








$6,000 a year, you can afford to 
borrow $1, 000. This may or may 
not work out for you; only you can 
tell, after adding up your fixed 
expenses. 

When you add up your fixed 
payments you may be lower than 
average in some and higher in 
others. Or you might be lower or 
higher on all. If your house is paid 
for, or if you have some special ar- 
rangement that giv es you low rent, 
then naturally you're in_ better 
shape to handle debt. If, on the 
other hand, you are lower than 
average on such a fixed expense as 
insurance, you might be wise to 
adjust this upward—in other words 
take out the extra insurance you 
need—before committing yourself 
for new debts. 

But assuming that you have ad- 
ded up the fixed expenses and find 
that you have $75 a month for vari- 
ables, what’s the next step? 

Buying a car commits you to two 
sets of payments—operating pay- 
ments and financing payments. 


Your operating payments will run 
about 4 or 5 cents a mile, so if you 
drive 7500 miles a year, this means 
payments of $25 or $30 a month— 
lower for a small car, higher for a 
big car. 

With $75 available and $25 
committed to operating expenses, 
there’s $50 left for savings and 
debt payments. The moment for 
decision has arrived. 

If you buy a new car priced at 
$2,500, and trade in a car worth 
$1,000, you will have a debt of 
$1,500 which you can pay at 
$49.82 a month for 36 months. At 
the end of this time, you will have 
a car with 20,000 or 25,000 miles 
on it. If you are satisfied to go with 
it another two or three years, you 
will then have a period of low 
indebtedness when you can make 


other purchases, including home 
repairs, and do some saving. That 
would be one way to plan it. 

Or you might buy a two-year- 
old used car, with 20,000 miles on 
it. With your $1,000 trade, your 
debt may run about $600, which 
you could pay off in two years at 
$28.24 per month. Drive this until 
it is six years old and has gone 45,- 
000 miles, and your car expenses 
over the four years will be about 
$53 a month for two years and $25 
a month for two years. 

Obviously, whatever you decide 
to do about a car will have a big 
effect on what you can spend or 
borrow for other purposes. 

One thing to keep in mind is that 
if you do all your borrowing in one 
place, your monthly payments will 
probably run a lot lower. 










for transportation, car payments, 


WORKSHEET 





First fill in your monthly takehome 
Then add up these monthly expenditures: 
House (rent or mortgage, insurance and taxes) 


House (upkeep, utilities) 


Insurance, medical 


Church, recreation, improvement, incidentals 


Subtract total from takehome ———____. 


This is your borrowing power; it's what you have available 
car operation, 
monthly payments and saving. How far it goes will depend 
on your car-buying habits: whether you buy one, how often 
you buy one, how much you pay for it, how far you drive it. 


Clothing 
Food 


Taxes 


TTT 


Total 


other 








ow can use your credit union 
better if you know how it works. 
There’s nothing complicated about 
it. It’s about as simple as any or- 
ganization can be, certainly sim- 
pler than most financial institu- 
tions. It’s a non-profit membership 
association, set up to provide cer- 
tain services for the members. 

Members. The members own the 
credit union. There are no outsiders 
making a profit out of the credit 
union. If the credit union should be 
liquidated for any reason, the as- 
sets would be divided equitably 
among the members. The members 
elect the board of directors and the 
credit committee, sometimes also 
the supervisory or audit commit- 
tee. Anybody in the field of mem- 
bership can become a member, but 
nobody outside the field of mem- 
bership is eligible. You become a 


HOW YOUR CREDIT UNION 





member when you pay the 25 cent 
initiation fee and put ‘something in 
your share account. This gives you 
the right to vote, to save in the 
credit union, and to apply for 
loans. Many credit unions also ac- 
cept the wives and children of 
members; where this is not done, 
then joint accounts can be opened 
to help these relatives save. Each 
member has one vote under most 
laws. 

Officers. The directors and com- 
mittee members of the credit union 
serve without pay, as in most other 
service associations. The treasurer 
is elected by the directors from 
among themselves. He becomes the 
manager, and he will normally be 
paid to do this work, which in- 
cludes keeping the books and help- 
ing the members deposit their sav- 
ings and make their loan applica- 


There are good reasons why a credit 
union follows the procedures it does. They make 
it easier to serve the members, and they treat 


borrowers and savers as equally important. 





IN WORKS 





tions. In larger credit unions, an 
office staff is hired and the duties 
are divided in more specialized 
ways. But in a small credit union, 
often the treasurer is the only paid 
employee and handles the ‘whole 
range of duties. 

Savings. Most of the savings of 
the members in a credit union are 
placed in what are called share 
accounts, although some credit 
unions accept deposits. The value 
of a share is usually five dollars, 
and as you save you accumulate so 
many shares. Dividends are paid 
on these shares. You can with- 
draw your savings at any time, al- 
though the credit union has the 
right, like most other financial or- 
ganizations, to require notice in an 
emergency. Due to the way that 
dividends are figured, at the end 
of the year or the semi-annual pe- 


A board of directors, a credit 
committee, a supervisory committee 
and a manager are the people who 
run the credit union. Only the man- 
ager is paid. The directors and 
committeemen shown here are em- 
ployees of the Oscar Mayer meat- 
packing plant in Madison, Wiscon- 
sin, and run one of the most suc- 
cessful credit unions in the state. 















riod, it usually pays you to keep 
your share account stable and espe- 
cially not to make withdrawals to- 
ward the end of the dividend peri- 
od. The law does not limit the 
amount you can save in the credit 
union. 

Loans. Credit union laws differ 
somewhat in their loan restrictions, 
but in general you can borrow for 
any good purpose for periods run- 
ning up to five years, maybe more. 
Credit unions usually charge 1 per- 
cent per month on ‘the upaid bal- 
ance of a loan, which is about the 
same as the bank rate of 6 percent 
discount. Some credit unions re- 
fund a part of the interest paid by 
borrowers at the end of the year. 
The commonest purposes of loans 
are debt consolidation, car and ap- 
pliances purchases, medical bills, 
taxes and insurance premiums, 
home repairs, clothing, education, 
vacation and so on. These loans are 
often made on the member’s signa- 
ture up to $750 and on other secur- 
ity, such as chattel mortgages and 
co-makers up as high as $3,000 
or $5,000. The period of the loan 
may run as high as three or five 
years. Some credit unions also 
make real estate loans for longer 
periods and at lower rates, but 
this is not so common. 

Dividends. The dividend paid on 
the members’ savings will vary ac- 
cording to the credit union’s in- 
come for the year. If most of the 
money is loaned out to the mem- 
bers at the standard 1 percent 
rate, then the income will be sub- 
stantial and the dividend will be 
fairly high; the average would be 
probably about 4% or 5 percent. 
If most of the money is in govern- 
ment bonds or other such invest- 
ments, then the credit union’s in- 
come will not be so good, and the 





dividend paid will be lower. Credit 
unions do not aim at paying the 
highest possible dividend rates; 
their objective is to pay a fair 
dividend, after suitable amounts 
have been paid for insurance on 
loans and shares, bond protection 
on employees, salaries of em- 
ployees, educational and promo- 
tional work and so on. 

Interest. The interest rate of 1 
percent per month is one of the 
lowest rates charged on personal 
loans anywhere. It is approximately 
the same as the bank rate of 6 per- 
cent discount; both figure out at 
12 percent true annual interest. 
The big stores usually charge from 
14 to 20 percent on credit, and loan 
companies charge from 24 to 42 
percent. Rates on loans are stated 
in so many ways that most people 

naturally find it impossible to make 
compar isons. However, it is fair to 
say that the American people are 
paying on an average about 18 
percent for the $43 billions of in- 
stallment credit that they now owe. 
This means they are paying almost 
$8 billion a year in interest and 
finance charges. If all credit was 
available at the credit union rate, 
the American people would save 
$2% billion a year. 

Safety. The safety of your money 
in the credit union is protect ted in 
several ways. First, there is a super- 
visory or auditing committee made 
up of credit union members, and 
these people look over the books, 
verify the members’ accounts and 
check the investments and cash at 
regular intervals: in larger credit 
unions they often employ public 
accountants for this work. Second, 
there is a bond coverage that pro- 
tects the credit union against losses 
due to dishonesty, and the great 
majority of credit unions today are 















bonded against losses up to a mil- 
lion dollars or more. Third, credit 
unions are supervised and ex- 
amined by government agencies. 
Convenience. It is the aim of 
your credit union to provide equal- 
ly good service to all members. This 
means the member who can only 
save a dollar a month is just as wel- 
come as the member who save tens 
or hundreds. It means the member 
who borrows small amounts is just 
as welcome as the member who 
borrows large amounts. Credit un- 
ions try to keep office hours that 
are convenient for the members, 
and they are proud of their ability 
to help a member who has an 
emergency problem, at any time 
and in any situation. The motto of 
the credit union is Not for profit, 
not for charity, but for service. 
Insurance. Most credit unions 
provide loan protection insurance 
and life savings insurance at no 
extra cost to the members. Loan 
protection insurance pays off loans 
of members who die or are dis- 
abled, thus protecting their fami- 
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lies or co-makers against having to 
pay these debts. Life savings in- 
surance doubles the savings of 
members who die, giving their 
families valuable help. 

The credit union movement. The 
first credit union in Canada was 
organized in 1900, and the first in 
the United States was organized 
in 1909. There are now 25,000 
credit unions in these two coun- 
tries, with more than 13,000,000 
members. Most of these credit un- 
ions are organized in credit union 
leagues and the Credit Union Na- 
tional Association, which provide 
training aids, insurance protection, 
supplies and legislative protection. 
One of the programs of the credit 
union movement today is support- 
ing the organization of credit un- 
ions in underdeveloped countries, 
thus improving the living condi- 
tions of people in many parts of 
the world. There are credit unions 
today in Africa, Asia, South Amer- 
ica and Australia that owe their 
existence to this program. 
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UNORDERED MERCHANDISE: When you receive merchandise 
through the mail that you did not order, this is what the law says 
you must do: 1. You are not required to return it, you don’t have to 
pay for it unless you use it, you don’t have to acknowledge receipt. 
2. You are required to keep it for a reasonable length of time so that 
the sender can pick it up if he wishes to. 3. You must surrender it 


to the sender if he shows up in 


erson within a reasonable length of 


time and asks for it. 4. You can c arge him storage before giving him 


back his product. 


FALSE RUMOR: Ever heard a rumor that you can turn in a certain 
number of cellophane strips from cigarette packages and get a 
Seeing Eye dog? It’s false. The Seeing Eye management says it is 
financially well fixed, thanks to generous contributions from the 
public in the past and good investments, and seldom asks for as- 
sistance of any kind. Anyway Seeing Eye has never given dogs away, 
although some other guide dog agencies do. 





The Purpose 


of Your Credit Union 








FRIEDRICH _W. RAIFFEISEN estab- 
lished what is believed to be the 
first credit union—in Germany in 
1849. It did not succeed, but he 
learned from this experience how 
to avoid the mistakes that had led 
to failure. After that, he organized 
many successful credit unions. An 
intensely religious man, Raiffeisen 
believed the purpose of a credit 
union is to make it possible for 
men to help each other. Thanks to 
this vision of Raiffeisen’s, credit un- 





ions today are a movement rather 
than a business. That is, their pur- 
pose is moral rather than commer- 
cial. 

Raiffeisen said: 


Man enters and leaves this world 
naked. He is responsible to the 
Eternal Judge for all the spiritual 
and material possessions that were 


his. He will be asked how he used 





his possessions in the service of the 
Lord—that is, how he has used 
them to care for his needy fellow- 
men. 

There is a general tendency to 
forget that laws alone cannot help, 
and that various abuses, especially 
usury, are not the cause but the 
result of the decline in the people’s 
condition, and that improvement 
must be brought about mainly by 
the people themselves, following 
the proverb, “The Lord helps those 
who help themselves.” 

It is often maintained, these 
days, that because of the trend of 
the times there will eventually be 
only millionaires and beggars. But 
if we with our credit unions see to 
it that what remains of the middle 
class is preserved, and that it is 
increased and _ strengthened by 
raising up members of the impov- 
erished class, then we will indi- 
rectly be helping those who would 
otherwise suffer privation. 


° ° ° ° ° 


ALPHONSE DESJARDINS organized 
the first credit union in Canada— 
in 1900. He had the same deep 
religious feeling as Raiffeisen about 
mutual aid, and he organized credit 
unions principally in Catholic par- 
ishes. He also helped to write two 
of the first credit union laws in the 
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United States—Massachusetts and 
New York. 
Desjardins said: 


The people’s welfare can best be 
secured by institutions organized 
by the people themselves, because 
these institutions are most likely to 
possess the characteristics that. ap- 
peal to the people and therefore the 
stability necessary to perpetuate 
their services. 

A credit union is not an ordinary 
financial concern . . . neither is it 
a loan company . . . it is the expres- 
sion in the field of economics of a 
true Christian spirit and high social 
ideal . . . It is based on the high 
conception, wholly just, equitable 
and fruitful, of “union for life” in- 
stead of “struggle for life.” 

However impor tant it may be to 
prevent the farmer and the work- 
ingman from falling into the 
clutches of the usurers, it is of even 
higher importance to educate and 
enlighten these same farmers and 
workingmen so that they may be in 
a position to protect themselves; to 
teach them to manage their own 
affairs so that they may become 
thrifty and more \ valuable members 
of the community. 

° ° ° °° ° 

EDWARD A. FILENE was a differ- 
ent type of credit union leader 
from Raiffeisen and Desjardins. A 








wealthy businessman with an in- 
ventive and practical mind, he 
spent much of his time and energy 
supporting various social and poli- 
tical reforms. He contributed about 
a million dollars to the spread of 
credit unions in the United States, 





and he served as the first president 
of the Credit Union National Asso- 
ciation. 

Filene said: 


We are likely to forget that the 
loan shark did not develop the 
loan-shark system. He simply an- 
swered a demand for loans from 
sources which the more reputable 


money-lending agencies utterly 
ignored. 
Henry Ford popularized the 


automobile. The credit union has 
begun to popularize banking. 

As to how the credit unions shall 
employ the great financial power 
that is coming to them, I find my- 
self a most eager observer. I believe 
that they will t use this power in line 
with the dev elopment of mass pro- 
duction and mass distribution, and 
that they will develop thrift among 
their members by the encourage- 
ment of processes which would 
have seemed anything but thrift 
twenty-five years ago. I believe, for 
instance, that they will encourage 
wise spending... 
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ROY F. BERGENGREN was an 
attorney who was employed in 
1921 by Filene to promote the 





development of credit unions. Ber- 
gengren traveled over the United 
States continuously for many years, 
obtained the passage of credit 
union legislation in many_ states 
and in the national capital, wrote 
many books and articles about 
credit unions, and was appointed 
the first managing director of the 
Credit Union National Association. 
Bergengren said: 


To begin with, a credit union is 
a credit union—a union of its mem- 
bers with the purpose of making it 
possible for them to take care of 
their own short term credit prob- 
lems at reasonable rates. It is very 
definitely not an investment union. 

A credit union is better off with- 
out the money of any member who 
is thinking of the credit union only 
in terms of excessive returns. 

It is our one basic principle 
which should never be violated 
that the credit union seeks to make 
money the servant of man—not man 
the servant of money. 

The real job of the credit union 
is to prove, in modest measure, the 
practicality of the brotherhood of 
man! 
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THOMAS W. DOIG, a postal em- 
ployee, became Bergengren’s as- 
sistant in the early years of the 
depression. He organized more 
than a thousand credit unions, and 
helped establish many of the state 
credit union leagues. His special 
message to the credit union move- 
ment was that the rights of mem- 





bers to make their own financial 
decisions should be respected to 
the limit. 

Doig said: 


We have definitely proven that 
99.9 percent of all average people 
are honest if given half a chance to 
be honest. 

A credit union is fifty percent 
bank and fifty percent fraternal 
society, and it should really be 
more a fraternity than a bank. 

It seems to me there could be 
only one possible reason why a 
credit union would refuse to grant 
any application for a loan, and that 
one reason would be that the loan 
was harmful to the borrower rather 
than helpful. 

During a long and very close 
association with credit union mem- 
bers, I have never found one who, 
because of his credit union mem- 
bership, was deeper in debt, but 
have found many who have saved 
for the first time in their lives. 











WHILE YO) BORROW 


One of the advantages of credit union 
membership is the fact that it makes it easy 
to save while you borrow. 


As you make payments on your loan, 
you should always put some amount in 
your share account, too. 


The member who does this will know 

that he is making progress. He will not worry 
about being overextended. He can use 

his credit with an easy mind. 


IF YOU | 
BORROW 


$ 50 
100 
500 
750 

1,000 


6 
8.63 
17.26 


LOAN REPAYMENT TABLE 





MONTHLY PAYMENTS WILL BE 
12 18 24 36 60 
4.44 | 
8.89 6.10 | 
44.43 30.49 | 23.54 16.61 
45.74 35.30 24.91 16.68 
60.98 47.07 33.21 22.24 


(This level payment plan is not used by all credit unions, but where other 
methods of charging 1 percent per month are used, the total payments work out 


approximately the same.) 


IF YOU 


SAVE 
EACH MONTH 


$5 


t 
1 





10 
25 
50 


SAVINGS GROWTH TABLE 
YOU WILL HAVE 





5 10 1 20 
years years years years 
$ 332 $ 737 $ 1,231 $ 1,833 

664 1,475 2,462 | 3,666 

1,662 3,687 | 6,156 | 9,166 
3,323 7,374 | 12,312 | 18,332 


(This assumes a 4 percent dividend, which is about the average return paid by 
most credit unions.) 













WHAT'S 
THI 





Interest rates on mortgage loans 
are dropping, and from all the 
signs they will stay down for a 
while. This means if you have 
been considering buying a home, 
conditions are becoming favora- 
ble; be sure to shop around, be- 
cause not all lenders will be low- 
ering their rates at the same time 

. If you filed for a refund on 
your income tax this spring, did 
you list all the interest payments 
you made last year? Did you notice 
that you can deduct all the interest 
you paid to your credit union, but 
not all the finance charges you 
paid to stores? The moral is, it pays 





to borrow from your credit union. 
Vacation loans are usually 
cheaper from your credit union 
than from airlines, railroad com- 
panies or bus companies. If you 
are considering a trip, you might 
get the figures on the trip you want 
to take and show them to your 
credit union treasurer . . . For those 
who are just going to stay home 
and fix up the house, credit union 
loans for paint and building sup- 
plies cost less than mail order rates 
And remember, most credit 


union loans are covered by life 
insurance at no extra cost to the 
member 





